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The Governor’s Commission for a New Georgia has been the

driving force behind the Procurement Transformation Initiative
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About the Commission
Task Forces
Implementation

News & Multimedia
Contact Us

Member Login

CNG Newsletter n

News Highlights: > Commission for a New Georgia.

Businesses Pick Georgia
> The Task Force:
Fall 05 Newsletter Released
» Governor's Office of Implementation
State Aims to Save $135 Million
> Task Force Recommendations: 5

More News... I rgia
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tion are critical to the

“The primary objective of the
Procurement Transformation
Initiative is to (1) perform a
thorough spend analysis of
the State’s purchasing, (2)
implement strategic sourcing
across the majority of this
spend, while (3)
simultaneously building the
state’s capacity to sustain the
benefits of this effort into the
future”

- Procurement

Transformation

Initiative Memo; Tommy Hills,
Jim Lientz, Lonice Barrett,

November 22, 2005 /

The Procurement Task Force, led by private sector representatives, targeted
savings of $135MM by FY '09 with a $14MM investment
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Cost-efficient operations. Faster, friendlier, easier

services. Smart stewardship of Georgia’s assets.

(d Make State Purchasing more efficient and service-
driven through e-procurement with strategic sourcing.

J Establish a single center-leading purchasing agent to
most efficiently purchase all goods and services for the
State.

d Set criteria to determine when purchases are made
centrally or left to the individual agencies.

GOVERNMENT
SOURCING
NLY SOLUTIONS




on the Transformation’s Recommendations

State Purchasing Implemented Numerous Initiatives Based

Key Initiatives

-

_—

\_‘

Strategic Sourcing
Negotiation
Guidelines

Total Cost
Vendor Market
Analysis

RFQ/RFP Process
Improvement
Update of
Procurement Code
and Policies

State Purchasing
Executive
Dashboard
Insurance and
Bonding Guidelines
Contract
Administration
Management
Vendor
Performance
Management

Organization
Redesign

New job profiles
New pay grade
People Development
Guidelines
Recruiting
assessment tools
and procedures

NIGP and ISM
partnership

Training Review Council
Training curricula
guidelines and
roadmap

State Certification
program

New employee on-
boarding

Implementation of
PeopleSoft
Procurement
Web-based P-Card
admin.

Catalog
Management
SharePoint
collaboration site
Electronic
solicitation
(eQuote, eRFx)
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Consultants experience showed that world class procurement

organizations have a center-led governance structure

Corporate
Control

Business Unit
Coordination

Models

Description

Role of
Center

Role of
Business
Unit and/or
Agency

Source:

Uncoordinated —

Decentralized

| UnitA |

| UnitB | | UnitC |

Director
procurement

Uncoordinated —
Collaboration

UnitB UnitC
Director
procurement

Medium

Coordinated —
Decentralized

Best
Practice

Center-led

Corporate
purchasing

Corporate
purchasing

Complete

Centralized

|UnitA| |UnitB| |

Corporate
purchasing

De-central procurement
organization

Decision makers closest
to end users to satisfy
high level of purchase
uniqueness

All direction setting,
decision-making and
directions

A.T. Kearney Analysis

De-central procurement
organization with
voluntary business unit
collaboration

Enables purchase
uniqueness with limited
knowledge sharing

All direction setting,
decision making and
transactions (in
conjunction with other
BUs in some cases)

Center led strategy,
decentralized sourcing
with voluntary business
unit collaboration,
decentralized
transactions

Develops pro-active
approach to purchasing

Strategic Direction
(Advise/Counsel)

Receives guidance from
corporate — retains all
decision-making and
execution responsibility

CONFIDENTIAL

Center led, centralized
sourcing,
decentralized

transactions

Leverage spend while
working close with
end users

Enable purchase
uniqueness

Develops direction,
procedures and policies,
vetoes and arbitration

Retains decision
making for division-
specific purchases,
executes transaction

OR INTERNAL USE ONLY

Central procurement
organization for all
purchases with a single
upward reporting
structure

Cost optimization

Decision Making and
Execution

Transaction execution

PN GOVERNMENT
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Also, to enable best practice procurement processes center-

led organizations must include five design elements

Best Practice Processes

Key Design Elements
Value Driven Procurement

Category Management: Manage through product
categories to leverage value of supply base

Strategic Sourcing: Approach sourcing strategically
to ensure best practices are followed through the
organization

Supplier Management and Development: Manage Strategic Sourcing Center
and develop suppliers to create new opportunities

Supply Fulfillment: Efficiently execute procurement

Support for Procurement . .
Agency Alignment And Linkage

IT Development/Data Management: Manage,
research and exploit data to guide strategies and
negotiations

Personnel Management: Develop, motivate, and Optimized Support Structures
support resources to enable them to function
effectively

Administrative Policy and Compliance: Ensure
policies and guidelines are properly followed People Development ()
Centralized Enabling Functions: Collaborate with
finance, legal and other external functions

Note: (1) Refer to Skill/Training Assessment to review People Development design element
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The State redesigned their purchasing organizational

structure to improve service and operational delivery

Asst. Commissioner

State Purchasing

Director, _
Director, Strategic Sourcing Customer Director, Knowledge Center
Advocacy
[ | I I
Good and IT/Telecom Special Strategic Process Procurement
Supplies Projects Support Improvement Applications
I
Infrastructure Cust./Vend. Professional Prggrrgm
Satisfaction | | Development Management
U Conduct category management, strategic U Provide support activities to category teams and special
sourcing and supplier development for projects
categories managed by State Purchasing U Support procurement applications
U Provide guidance to category teams that U Manage procurement training
reside within agencies U Assist agencies in improving process

U Manage procurement of goods/services
that have no established category teams
U Developing SWC'’s

U Manage communications to enhance agency/vendor
relations
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In addition the new organization must ensure

effective forums for knowledge sharing

Recommended Knowledge Sharing Initiatives

Avenue

Knowledge Sharing Objectives

Frequency of

Discussion

Responsible

Participants

Executive O Align State Purchasing and Semi-annual O Assistant O Agency/University
Procurement agency/university goals and objectives Commissioner heads
Council L . . .
U Share best practices in procurement and U Director of O Agency/University
strengthen cross-collaboration between Strategic Procurement
agencies Sourcing Officers
U Address agency/university concerns and
issues
Nationwide O Share best practices in procurement and | Annual O Assistant O Purchasing leaders
Procurement develop a collaborative relationship with Commissioner from other states
Conference other states where appropriate O Director of O NIGP/NASPO
Strategic representatives
Sourcing
Procurement U Update agencies/universities on State Semi-Annual O Vendor/Custom | O Agency/University
Conference Purchasing initiatives er Satisfaction Procurement
. - . . i fficer
U Provide workshops/training sessions on QO Policy Officer Officers
racti r f improvemen . . Q Sel
best practices/areas of improvement DO Chief Learning Se ecte;l _ .
U Address agency’s concerns Officer agency/university
procurement
U Strengthen cross-collaboration between O Dir. Customer personnel

agencies Advocacy O Selected supplier
representatives
CONFIDENTIAL - FOR INTERNAL USE ONLY
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Knowledge Center
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The State redesigned their purchasing organizational

structure to improve service and operational delivery.

Asst. Commissioner
State Purchasing

Director, Customer

Director, Strategic Sourcing Director, Knowledge Center

Advocacy
[ | I |
Good and . . Strategic Process Procurement
supplies IT/Telecom Special Projects Support Improvement Applications
I
Cust./Vend. Professional Card Program
Infrastructure Satisfaction Development Management
U Conduct category management, strategic U Provide support activities to category
sourcing and supplier development for categories teams and special projects
managed by State Purchasing O Support procurement applications
O Provide guidance to category teams that reside 0 Manage procurement training
within agencies L Assist agencies in improving process
. U Manage communications to enhance
U Manage procurement of goods/services that g/ d lati
have no established category teams agency/vendor refations

GOVERNMENT
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What does State Purchasing want to accomplish?

Our goal is to delegate
purchasing authority to
state agencies and
universities

dTraining and
certification

A Skill validation
dCompliance audits
dPolicy Development

S

So that state purchasing can
focus on increasing the number
of statewide contracts and
achieving our procurement

goals.
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management

analytics

STRATEGIC SUPPORT GROUP
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Real World Challenges to Spend Analytics
Overview of Spend Management

 Difficulty in Collecting and Making Sense of
Statewide Internal Purchasing Data

[ Takes a lot of resources and time to collect data across Georgia’s
massive enterprise of 123 agencies and 35 academic institutions

[ Different accounting processes and systems used for data
collection

J Georgia’s accounting systems don’t speak to each other,
so finding relationships between spend data is difficult.

74

@#!
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Spend Management Analytics

Disparate Data Cleansing . .
Data Types Normalization/ Output Applications
Categorization & Reporting
AccountPavyable
“pp “"Spend Cube” —
-
Revenue Spend
| Management Management
Purchase Order , Application Reports
“pO" I .
. l , |
v
a.
= -
5 Statewide Contract
Purchasing Card v § aP?:;rlmg DC(;II:ar o ( -.}-
P-Card I :SEJ Analysis Application
rea < P-Card
1y, . B +
Jzaf?on Reports
OtherData Types
(eCatalog, GL,
Supplier, etc.) Monitor Contractual
Pricing Compliance -
Application “"'",]
=
Supplier Dimension Category Dimension
Resolution of redundancies Organizes expendituresinto Under-utilized
(I.B.M. = IBM Corp = Intl Bus sourceable commodity buckets or Inactive
Machines) {Sourceable = Goods — Paper) Supplier Reports
Organizational Dimension
Provides visibility into State Entity, department, etc.
Can be used to identify "Location” dimension

(DOAS —» GTA — Accounting)
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Strategic Sourcing
State Purchasing Division
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What is Procurement and Strategic Sourcing?

“Procurement is defining its own culture: processes have had to become sharper and faster
to be able to deliver in ever-tighter competitive environments. Sourcing no longer equates
to instant cost gratification, but is now defined as a strategic component used to drive

maximum competitive advantage”
-PROCUREMENT LEADERS

“Strategic sourcing is itself a benchmark. It relates to getting the best products and

services at the best value. It is designed to segment external spend and ensure that

procurement resources are focused on the most important categories. What sets strategic

sourcing apart is its continuous attention to improving and re-evaluating the purchasing

activities of a company, thus enabling organizations to adapt to changing market forces”
-CPO Agenda

“The collaborative and structured process of critically analyzing an organization’s spend to
make decisions about strategies to acquire commodities and services more effectively and

efficiently.”
-NIGP

GOVERNMENT
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Strategic Sourcing, Driving Value-Added

What you can expect from using Statewide Contracts & the State Purchasing Division

« Leveraged Volume « Subject Matter Expertise
Spend « Broadened Scope « Breaking Down Silos
Aggregation
—— (I Deli\{ery, Warranty, and + Lowered Cycle Times (TTM -
Increased Service time to market)

Technology and Innovation

Service Levels Technology Investment

Quarterly Business Reviews Benchmarking/Surveys
Reporting and « Cost Management and

Transparency Negotiation

+ Risk Mitigation

» Cross-Functional Teams
« Training and Certification » Review Council

» Analytics and Metrics » Planning
« Policy and Compliance

GOVERNMENT
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State Purchasing Division - Category Alighment

Sourceable

Infrastructure Services

. Ops & . Health & .
Office : Energy & Ps Software & Commercial . Professional
Supplies S Maint- Hardware . . Social .
Expense Utilities Services Services : Services
enance Services
Agricultural - Laundry & Dry f .
MRO/Facilities || Office Furniture Supplies & Fuels Fleet Assets Bmldmg Hardwgre Computer Cleaning Human Services Archltgctural
- Construction Consulting Software ) Services
Materials Services
v - 7 \. 7 \. v v v - - -
Athletic & . . . 'Communication
Outdo_or Power Office Supplies Rehabilitation Utilities .Fleet Construf:tlon IT Hardware IT Services Mlscelle.meous Mlscelle.meous s & Media
Equipment - Maintenance Materials Services Services .
Supplies Related Services
v - 7 \. 7 \. v v v - 7 \. -
Facilities & ( )
Paper & Drugs & .
Packaging Medical/Lab Fleet Parts .Ground Specialized Softwa_re Print Services Consulting
> . Maintenance & Hardware Consulting
Materials Equipment X
. JL Repair J J J L J \ )
 C—
Real Estate
Food & FOOd Hgavy Leases Telecom Telegom Property Rental Educational
Supplies Equipment Hardware Services
or Lease
\ J - 7 \. v v v - \ J
 —
Law } - Recreation,
Enforcement Transpo_rtat|on Road & Br|_dge Travel & Management
] Services Construction
Supplies Amusement
- 7 \. v \ J
 C—
Miscellaneous Safety & .
. Miscellaneous
Items Security
S — — Y —
 ——
Promotional ]
Professional
Items
C——
Key (r—
GOVERNMENT
SOURCING

CONFIDENTIAL - FOR INTERNAL USE ONLY SOLUTIONS



Seven Stages of Procurement

Consistent Sourcing Methodology

A N

O Identify need W Identify cross-

for purchase functional
U Start team
selecting U Decide on
Cross- required
functional analysis
team O Develop
Factor
profile
U Generate
Vendor
Portfolio

U Identify most
appropriate
purchasing
method

20

Q

U Develop
Sourcing
strategy

U Develop Bid
Factors for
sourcing

U Generate
guestions for
RFP

U Generate
evaluation
criteria

U Create RFP
according to
format

q

U Post eRFP
advertisement or
bid notice on GPR

U Conduct Q&A
session

U Conduct offeror
conference

U Select
Implementation
path

U Develop
Evaluation/
negotiation
plan

U Receive bids

Q

U Select Vendors U Issue intent to

U Conduct

administrativ 4 Handle vendor

e review

U Evaluate
technical
proposal

U Analyze cost
proposal
(TCo
calculation)

U Conduct
Negotiation

U Finalize
contract

U Implement

A |

QO Create contract
administration
plan

award

protests Q Sustain results

O Track

new contract
agreement performanc
U Issue notice e

of award Q Track vendor
U Document performanc

and store e

contract/pur

chase

details
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Identified Entities
$’s in Millions
Deseringi Gross Spend (2010) © $250-$350 DOT, GTA, MCG, UGA, DOR, DOG, DJJ,
escriprion
P Gross Addressable Spend * $140 - $250 SPAJUWGA, GTECH. GSU, KSU, SSU, DNR,
GBI, GBA, DHR, COBBK12
Codes
Consulting Services
$340 Million Potential Sourcing Strategies/Areas of Opportunity — SPD Led_ x_
| Coop/Consortia__
I | | | | Concentrate spend to maximize leverage opportunities
Top Eight Big Seven DTAE BOR (Other) Other Service standardization
$20 Million $60 Million $40 Million $90 Million $130 Million Sourcing process development and standardization
Implement standard official sourcing policy /process

Current Sourcing and SciQuest Strategy/Purchasing Card

1,200 suppliers in 2000
Top 5 suppliers: 25% of spend
Top 50 suppliers: 54% of spend
Top 100 suppliers: 64% of spend
Top 20% of the suppliers receive 80% of the spend
Business Unit X (66% of total spend)
Fragmented purchases within and between Business Units; little
standardization of suppliers and processes exists
Limited number of global sourcing agreements
Business Unit Y (30% of total spend)
High-spend /high-impact decisions made at management’s discretion (80%)
Other spend goes through rigorous, official bidding process (20%)
Spend is fragmented horizontally and vertically
Spend is reported to a high level
Legal strategies and practices are undocumented
Business Unit Z (4% of total spend)
— Limited spend data validated

Share best practices

Source high-spend /high-impact projects

Source large IT Consulting opportunities

Execute master agreements at the corporate level where appropriate
Identify standard requirements of similar projects

Sourceability — Consulting Services

Top Eight

Big Seven

DTAE

BOR

Other

High = Most
Difficult

Low = Easiest

ECE

Unique vs.
Standard

Risk vs.
Reward

Business
Criticality

Degree of Spend
Fragment-

ation

Supply Market Characteristics

Risk Assessment and Implementation Issues

Consolidation in the five sub-categories through acquisition and alliances
Sub-category supply markets are soft except for Legal

Financial services’ companies are reducing staff and seeking larger client bases
IT Consulting market is very soft with E-Business layoffs, and post Y2K slump
Legal services industry continues to do very well, but lacks of sufficient lawyers
21 Recent mega-mergers in the environmental consulting/ remediation industry

Managers may oppose sourcing consulting because of tight advisory relationships
Without visible management support, estimated savings range is in jeopardy
Sourcing is not universally accepted throughout Business Units

Legal does not view most of its spend as addressable

Purchaser’s perception is that required supplier expertise is limited to one vendor|
Organizational sensitivities exist

Risk higher TCO to gain front-end cost reduction

Due to project-driven nature of 'spend, accuracy oflextrapélated data is anlissue
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Supplier Financial Stability and Risk Mitigation

Coverage

GOVERNMENT
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A Formalized QBR Process, Managing to KPI’s

Supplier Performance

Balancing Supplier Performance

U Operational Performance
U Strategy

U Quality Performance

U Financials and Cost

U Process Improvement

U Relationship Management

—~———

U Monitoring Process

O Supplier report cards
O Regular supplier performance reviews
U Competitive price benchmarking

%WPWT
SOURCING
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Team Georgia Marketplace™
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Team Georgia Marketplace™ Goals

J
d
d
d
a
d
a
d

Provide an open, easy-to-use marketplace to remove adoption barriers
Drive spending to pre-negotiated contracts

Gain insight into how state money is being spent

Eliminate paper-driven administrative practices

Give staff time to spend on initiatives that deliver greater savings and
higher value services

Connect operations of independently run state entities with different
needs and systems and practices

Capability to integrate systems and practices into one core eProcurement
technology platform

Provide all participants — the state, the users and suppliers alike — with
real-time access to the information they need to make better, more
strategic decisions

d Implement Team Georgia Marketplace™ to account for 80% of state spend
by June 30, 2012. % GOVERKMENT

SOURCING
SOLUTIONS
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Core Functionality

U Electronic Requisitioning
O Provides easy self-service web-shopping system via online catalogs of products and services
available on statewide contracts, streamlines employee ordering and lowers procurement
costs by reducing transaction overhead and controlling maverick spending
- provides simplified and reduced signature routing, reduced paper requisitions,
automates receipts and returns, and simplifies creation of open item and history reports

O Strategic Sourcing
O Enables buyers to create buying events, permits suppliers to respond to procurement actions,
allows purchasing agents to analyze supplier responses and make awards
_ - less mailing and waiting time, reduced paperwork, easier bid comparisons, easier
maintenance of bidder information and reduced paperwork files and time

O Supplier Self Service
Q0 Two-way online communication with suppliers enabling_self-service access to register and
change their bidder information and access to outstanding POs and payment status

. - less paperwork, faster communications, less administrative time, and easily available
information for supplier

O Supplier Contract Management
O Standardizes contract processes, reduces time-to-contract, and drives contract compliance
1efits —electronic vs paper contracts that are easily modified and can be monitored for
activity, electronic version control, ties to creating of POs and makes finding contracts for

specific items easier through enhanced search capabilities

GOVERNMENT
SOURCING
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Procurement Platform

eSupplier Self Service Portal

Online Requisitions

|

P-Card Reconciliation

And Approval

Team
Georgia
Marketplace

»

= ‘v ‘“p\c"
Strategic Sourcing Online Catalogs

Contract Man nt

GOVERNMENT
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New eProcurement Process

Requestor Approvers —> Buyer Requestor
Approve Creates PO or Buyer
Logs In :
Receives Item
PeopleSoft. 1
Requestor
Requestor _
Submits Req
Opens Req

Catalog Management

Requestor

Shops Online

Requestor

Checks Out

Y4
‘0)

Buyer

Dispatches PO

i

A

EDX, E-malil. or Fax

3 Snail Mail
Supplier — Supplier Supplier
Receives PO Sends Item A |sends Invoice

Supplier

GOVERNMENT
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Current Trends in Government
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What do we see ?

JdMove to eProcurement solutions
JdContinued uncertain economic forecast
Jincrease in technology investments
JReduction in staff

JIncrease use in cooperative agreements

JdOrganization consolidation

Jdincreased transformation initiatives, reducing
costs

GOVERNMENT
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JEmbrace change

JCommunicate

JTransformation is iterative

dYou can do this, together!
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Email: tdoumkos@govsourcing.com

Read: Smart Government: Bureaucracy with a Business Brain
Phone: 678-489-6414 % GOVERNMENT

SOURCING
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